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SUMMARY    OF    RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report  we  include 
a  listing  of  all  recommendations  together  with  a  notation  as  to 
whether  the  agency  concurs  or  does  not  concur  with  each  recom- 
mendation. This  listing  serves  as  a  means  of  summarizing  the 
recommendations  contained  in  the  report  and  the  audited  agency's 
reply  thereto  and  also  as  a  ready  reference  to  the  supporting 
comments.  The  full  replies  of  the  Department  of  Fish,  Wildlife  and 
Parks  and  the  Department  of  Administration  are  included  in  the 
back  of  this   report. 
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1A.  Obtain   proper  authority   prior  to  dis- 
bursing cash  from  the  revolving  fund.  9 

Agency   Reply:      Concur.      See  page  50. 

1B.  Seek  authorization  to  establish  long- 
term  inter-entity  loans  for  transfers 
of  assets   between  funds.  9 

Agency   Reply:      Concur.      See  page  50. 

1C.  Account  for  revolving  fund  transactions 
in   accordance  with  generally  accepted 
accounting   principles.  9 

Agency   Reply:      Concur.      See  page  50. 

1D.  Limit  cash  disbursements  to  the  amounts 

authorized   by  the   legislature.  9 

Agency   Reply:      Concur.      See  page  50. 

2A.  Include  all   the  related  costs  of  the 
warehouse  inventory  and  vehicle  sy- 
stem operations   in  the  revolving  fund.  10 

Agency   Reply:      Concur.      See  page  50. 

2B.  Operate  the  internal   service  activities 
on  a  breakeven   basis   by   reducing  costs 
or  increasing   user  fees.  11 

Agency   Reply:      Concur.      See  page  50. 

3.  Revise  its  accounting  and  reporting 
system  to  allow  monitoring  for  com- 
pliance with   appropriation   limits.  12 
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Agency   Reply:      Concur.      See  page  51. 
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Agency   Reply:      Concur.      See  page  51. 

6.  Pay  employee  benefits  only  for  eligible 

employees.  19 

Agency   Reply:      Concur.      See  page  51. 

7A.  Accrue  federal  cost  reimbursement  in 
accordance  with  generally  accepted 
accounting   principles.  21 

Agency   Reply:      Concur.      See  page  52. 

7B.   Implement  a  simplified   numbering   system 

for  all   receivables  subsidiary   records.  21 

Agency   Reply:      Concur.      See  page  52. 

7C.  Coordinate  the  accounts   receivable 
function   between  the  Centralized 
Services   Division  and  the  Parks   Divi- 
sion. 21 

Agency   Reply:      Concur.      See  page  52. 

7D.  Record  as   revenue  the  sales  price  of 
each   license  and   record   license  agents' 
commissions  as  expenditures.  21 
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7E.   Transfer  fine  revenue  monthly  to  fund 

the  Game  Wardens'    Retirement   Fund.  21 
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7F.    Record  the  transfer  of  fine   revenue 

as   a   pension   expense.  21 
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scriptions. 22 
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the  cost  of  land   purchased.  23 
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10.  Implement  procedures  to  correct  inter- 
nal  control   weaknesses   noted   above.  25 

Agency   Reply:      Concur.      See  page  54. 

11.  Comply  with  the  above  provisions  of 
the  law  or  seek  legislation  to  change 

them.  26 

Agency   Reply:      Concur.      See  page  54. 

12A.  The  Department  of  Administration 
change  the  PAMS   regulations  to   re- 
cord gains  and   losses   in  the  proprie- 
tary funds   in  accordance  with  gener- 
ally accepted  accounting   principles.  27 

Department  of  Administration   Reply:      Concur. 
See  page  55. 
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on   vehicle  trade-ins.  27 

Agency   Reply:      Concur.      See  page  54. 
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INTRODUCTION 

We  performed  a  financial/compliance  audit  of  the  Montana 
Department  of  Fish,  Wildlife  and  Parks  (FWP)  for  the  fiscal  year 
ended  June  30,  1980.  The  objectives  of  the  audit  were  to:  (1) 
determine  if  the  department's  financial  statements  present  fairly  its 
financial  position  for  the  fiscal  year  ended  June  30,  1980,  (2) 
determine  if  the  department  complied  with  applicable  laws  and 
regulations,  and  (3)  make  recommendations  for  improvement  in  the 
management  and   internal   controls  of  the  department. 

The  department  made  adjustments  to  the  accompanying  finan- 
cial statements.  Except  for  the  Revolving  (Proprietary)  Funds, 
this  has  resulted  in  an  unqualified  auditor's  opinion  on  these 
statements.  In  our  fiscal  year  1976-77  audit  of  this  department, 
the  auditor's  opinion  was  either  adverse  or  qualified  on  all  the 
financial  statements. 

We   thank   the   director   and    his    staff   for  their  cooperation  and 
assistance  during  our  audit. 
BACKGROUND 

The  mission  of  the  Department  of  Fish,  Wildlife  and  Parks,  as 
stated  in  the  1980-81  Executive  Budget,  is  to  preserve,  protect, 
enhance  and  maintain  Montana's  wildlife  and  their  habitat  for 
present  and  future  generations  and  to  conserve  and  provide  for 
the  use  and  enjoyment  of  the  people  the  cultural,  scientific,  and 
recreational  resources  of  the  state.  The  department's  statewide 
responsibility  in  service  of  wildlife  and  habitat  preservation  dates 
back  to  the  establishment  of  a  state  game  warden  and  an  early 
departmental     structure    in     1901.       The    major    park    and    recreation 


responsibilities  were  transferred  to  the  department  with  legislative 
action   in   1965. 

Fish,  Wildlife  and  Parks  central  office  headquarters  are  lo- 
cated in  Helena.  The  field  operations  of  the  department  divide  the 
state  into  seven  regions  to  make  management  decisions  and  opera- 
tions more  readily  accessible  to  the  public.  Regional  offices  are 
located  in  Kalispell,  Missoula,  Bozeman,  Billings,  Great  Falls, 
Glasgow,  and  Miles  City.  Each  region  is  directed  by  a  regional 
supervisor    who    supervises    division    managers    within    the    region. 

The  department  employs  approximately  400  full-time  and  200 
seasonal  or  part-time  employees. 

The  following  charts  illustrate  the  nature  of  the  department's 
expenditures  and  the  sources  of  revenue. 

Expenditures  by  Division 
Fiscal  Year  1979-80 


Total  Expenditures 
$20,375,000 


Ecological 
Services 
$716,000  " 


Centralized 
Services 
/  $2,357,000 
12% 


Special  Staff 
'  $257,000 

1% 


Administration 
$171,000 

1% 


Conservation  Education 
$1,036,000 

5% 
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Type  of  Expenditures 
Fiscal  Year  1979-80 


Total  Expenditures 
$20,375,000 


Local  Assistance 

$14,000 

Less  than 

1% 


Grants  _ 
$1,496,000 

7% 


Transfers 
$674,000 

3% 


Equipment 
-  $208,000 

1% 


Expenditures  by  Fund 
Fiscal  Year  1979-80 


Total  Expenditures 
$20,375,000 


General  Fund 
$515,000 

3% 


Revolving 
$196,000 

1% 


\  Federal  and  Private 
Grant  Clearance 
$1,249,000 

6% 


Types  of  Revenue 
Fiscal  Year  1979-80 


Total  Revenue 
$18,130,000 


Sale  of  Documents 

Merchandise  and  Property 

$333,000 

2% 


Miscellaneous 
$1,131,000 

6% 


Revenues  by  Fund 
Fiscal  Year  1979-80 


Total  Revenue 
$18,130,000 


Bend  Proceeds  and 

Insurance  Clearance 

$20,000 

.1% 

Revolving  Clearance 
$176,000 


Federal  and  Private 

Grant  Clearance 

$1,233,000 


INTERNAL   CONTROL 

As  part  of  our  examination,  we  made  a  study  and  evaluation 
of  the  department's  system  of  internal  accounting  control  to  estab- 
lish a  basis  for  reliance  thereon  in  determining  the  nature,  timing, 
and  extent  of  other  auditing  procedures  necessary  for  expressing 
an  opinion  on  the  financial  statements  and  to  assist  in  planning 
and   performing  our  examination  of  the  financial   statements. 

The  objective  of  internal  accounting  control  is  to  provide 
reasonable,  but  not  absolute,  assurance  as  to  the  safeguarding  of 
assets  against  loss  from  unauthorized  use  or  disposition,  and  the 
reliability  of  financial  records  for  preparing  financial  statements 
and  maintaining  accountability  for  assets.  The  concept  of  reason- 
able assurance  recognizes  that  the  cost  of  a  system  of  internal 
control  should  not  exceed  the  benefits  derived  and  also  recognizes 
that  the  evaluation  of  these  factors  necessarily  requires  estimates 
and  judgments  by  management. 

Our  examination  would  not  necessarily  disclose  all  weaknesses 
in  the  system  of  internal  accounting  control  because  it  was  based 
upon  selective  tests  of  accounting  records  and  related  data.  Our 
tests  did  not  disclose  any  material  weaknesses  in  internal  control. 
However,  those  internal  control  weaknesses  identified  during  the 
audit  which  warrant  management's  attention  are  described  in  vari- 
ous sections  of  this   report. 


REVOLVING    FUNDS 
Expenditure  Authority 

FWP  operates  two  internal  service  programs  in  the  Revolving 
Fund--the  Warehouse  Inventory  and  the  Vehicle  System.  The 
Warehouse  Inventory  consists  of  supplies  and  materials  for  person- 
nel and  the  maintenance  of  equipment.  The  Vehicle  System  serves 
as  the  department's  central  motor  pool  of  384  cars,  trucks,  and 
aircraft. 

Prior  to  fiscal  year  1978-79,  FWP  accounted  for  the  Warehouse 
Inventory  and  the  Vehicle  System  in  the  Earmarked  Revenue  Fund. 
In  response  to  our  fiscal  year  1976-77  audit,  the  department  estab- 
lished a  Revolving  Fund  by  transferring  from  the  Earmarked 
Revenue  Fund  $230,000  in  inventory  and  $1.81  million  in  vehicles 
and  cash  to  the  Warehouse  Inventory  and  Vehicle  System.  In 
fiscal  year  1979-80,  FWP  disbursed  $1,424,000  in  cash  for  the 
purchase  of  inventory  and  vehicles. 

There  are  three  alternative  methods  to  acquire  authority  to 
spend  from  a  Revolving  Fund.  These  include  appropriation  by  the 
legislature,  approval  by  the  Governor's  Office  in  the  form  of  a 
budget  amendment,  or  through  an  annual  financial  plan  approved 
by  the  Department  of  Administration  as  provided  in  section  17-8- 
101,   MCA. 

FWP  officials  indicated  they  contacted  the  Department  of 
Administration  concerning  an  approved  operating  plan,  but  were 
told  that  the  Department  of  Administration  does  not  grant  spending 
authority  under  section  17-8-101,  MCA.  FWP  did  not  obtain  au- 
thorization  under  the  other  two  available  methods. 


Since     FWP     received     no    appropriation    authority,     all    of    the 
$1,424,000    of    Revolving     Fund    disbursements    were    made    without 
proper  authority. 
Inter-Entity   Loans 

The  department  did  not  establish  an  inter-entity  loan  for  the 
$2,040,000  transfer  of  assets  from  the  Earmarked  Revenue  Fund  to 
the  Warehouse  Inventory  and  Vehicle  System  in  the  Revolving 
Fund.  This  causes  an  understatement  of  Earmarked  Revenue  Fund 
balance  and  an  overstatement  of  Revolving  Fund  balance  of 
$2,040,000  in  the  Statewide  Budgeting  and  Accounting  System 
(SBAS).  This  included  a  $525,000  transfer  of  cash  that  repre- 
sented paid  depreciation.  The  accompanying  financial  statements 
have  been  adjusted  to  reflect  the  loan. 

Section  17-2-107,  MCA,  states  in  part  that  there  must  be 
reasonable  evidence  that  enough  funds  will  be  available  at  fiscal 
year  end  to  repay  inter-entity  loans.  Because  of  the  long-term 
nature  of  the  loan  to  the  Revolving  Fund,  it  would  be  impractical 
for  FWP  officials  to  repay  the  loan  to  the  Earmarked  Revenue  Fund 
in  accordance  with  the  law.  Therefore,  FWP  should  have  sought 
legislative  authorization  for  the  $2,040,000  transfer  of  assets. 
Accounting  Methods 

The  department  did  not  account  for  the  financial  activity  of 
the  Vehicle  System  and  Warehouse  Inventory  programs  in  the 
Revolving  Fund  in  accordance  with  generally  accepted  accounting 
principles.  The  department  recorded  no  expenditures  or  revenues 
in  the  Revolving  Fund  for  these  programs.  This  occurred  because 
FWP    used    a   clearing    account    (prepayment  asset  account)  to  record 


cash  receipts  and  cash  disbursements.  Consequently,  when  cash 
disbursements  were  made  no  approved  appropriation  was  charged 
as   required   by  state   law. 

We  analyzed  the  financial  activity  within  the  Revolving  Fund 
and  determined  that  the  following  amount  of  cash  receipts  and 
disbursements  were  processed  during  fiscal   year   1979-80. 

VEHICLES  AND   INVENTORY  PROGRAMS 
DETAIL  OF  TRANSACTION  ACTIVITY,   FISCAL  YEAR   1979-80 

Vehicles  Inventory  Total 

Receipts  $      815,000  $179,000  $      994,000 

Disbursements  1,185,000  239,000  1,424,000 

Disbursements    in  Excess   of 

Receipts  $      370,000  $   60,000  $      430,000 


Note:      This   schedule   is   not   intended   to   show  profit   and   loss,   but 
rather   cash   inflows   and   outflows   of  the   revolving   fund   operations. 


As  discussed  above,  none  of  the  cash  outlays  in  the  Revolv- 
ing Fund  were  charged  to  an  appropriation.  However,  when 
supply  items  are  removed  from  the  Warehouse  Inventory  or  a 
vehicle  is  used  by  a  project,  an  appropriation  in  another  fund  is 
charged.  The  $430,000  excess  of  disbursements  over  receipts  was 
funded  by  a  transfer  of  cash  from  the  Earmarked  Revenue  Fund 
(which  statutorily  should  be  controlled  by  appropriation).  Because 
of  the  accounting  methods  used  in  the  Revolving  Fund,  none  of 
the  $430,000  was  charged  to  an  appropriation  in  the  Earmarked 
Revenue  Fund  or  the  Revolving  Fund.  FWP  has,  in  effect,  by- 
passed the  appropriation  process.  Under  these  conditions,  any 
state  agency  with  a  cash  balance  could  make  disbursements  without 
appropriations. 


The  following  schedule  shows  the  minimum  amount  of  over- 
spending. This  assumes  all  the  remaining  Earmarked  Revenue 
Fund  appropriation  authority  could  have  been   used. 


Cash  disbursements   made  without   a   charge 

to  an  appropriation  $430,000 

Unexpended  House   Bill   483  Appropriation-  289,000 

(Authority   in  the  Earmarked  Revenue  Fund) 

Overspending  of  Appropriation  $141 ,000 


"Adjusted   for  appropriation  transfer   to   the   Print  Shop  Revolving 
Fund. 


RECOMMENDATION   #1 

WE    RECOMMEND   THE    DEPARTMENT: 

A.  OBTAIN  PROPER  AUTHORITY  PRIOR  TO  DISBURSING 
CASH    FROM   THE    REVOLVING    FUND. 

B.  SEEK  AUTHORIZATION  TO  ESTABLISH  LONG-TERM 
INTER-ENTITY  LOANS  FOR  TRANSFERS  OF  ASSETS 
BETWEEN    FUNDS. 

C.  ACCOUNT  FOR  REVOLVING  FUND  TRANSACTIONS  IN 
ACCORDANCE  WITH  GENERALLY  ACCEPTED  ACCOUNT- 
ING  PRINCIPLES. 

D.  LIMIT  CASH  DISBURSEMENTS  TO  THE  AMOUNTS  AU- 
THORIZED   BY   THE    LEGISLATURE. 

User   Rates 

All  the  expenditures  related  to  the  Vehicle  System  and  Ware- 
house Inventory  operations  including  salaries,  utilities,  deprecia- 
tion,   and    supplies    should    be   accumulated    in   the    Revolving    Fund. 


Currently,  the  salaries,  utilities,  and  supplies  expenses  of  the 
Warehouse  Inventory  and  Vehicle  System  operations  are  paid  from 
the   Earmarked   Revenue   Fund. 

We  compiled  the  following  schedule  of  the  income  and  expenses 
relating  to  the  Warehouse  Inventory  operation  for  fiscal  year 
1979-80. 

Warehouse   Inventory  Operation 

Sales  $    178,929 

Expenses : 

Cost  of  Goods   Sold  $177,172 

Salaries  55,541 

Other  Expenses  9 ,330 

Total   Expenses  242,043 

Net  Loss   From  Warehouse                                           $ (63, 114) 
Operations  — — 

Net  Loss   as   a   Percentage  of  Sales  35 ■ 27% 


This  schedule  indicates  that  the  inventoried  items  must  be 
marked  up  35.27%  above  cost  at  the  current  sales  level  for  the 
operation   to  break  even. 

An    analysis    of    the    Vehicle   System    indicates   the   vehicle   user 
rate  is  not  sufficient  to  recover  the  costs  of  maintaining  the  depart- 
ment   motor    pool.      During    fiscal    year    1979-80,    the   motor   pool    was 
under-reimbursed  at   least  $45,000. 

RECOMMENDATION  #2 

WE  RECOMMEND  THE  DEPARTMENT: 

A.  INCLUDE  ALL  THE  RELATED  COSTS  OF  THE  WARE- 
HOUSE INVENTORY  AND  VEHICLE  SYSTEM  OPERATIONS 
IN  THE  REVOLVING  FUND. 
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B.  OPERATE  THE  INTERNAL  SERVICE  ACTIVITIES  ON  A 
BREAKEVEN  BASIS  BY  REDUCING  COSTS  OR  INCREAS- 
ING  USER    FEES. 

DIVISION   APPROPRIATIONS 

House  Bill  483  from  the  1979  Legislature  restricts  expendi- 
tures of  FWP  for  the  biennium  ending  June  30,  1981  in  two  ways  - 
by  division  and   by  accounting  entity. 

We  determined  that  four  FWP  divisions  exceeded  their  appro- 
priation allocations.  This  was  caused,  in  part,  because  FWP  did 
not  establish  its  accounting  system  to  provide  an  accurate  summary 
of  costs  by  division.  To  determine  compliance  with  House  Bill  483 
we  developed  a  special  computer  program  to  accumulate  costs  by 
division. 

An  internal  management  decision  was  made  at  FWP  to  initially 
hold  back  5  percent  of  each  division's  appropriation  authority  from 
House  Bill  483.  The  hold  back  was  then  allocated  among  divisions 
when  necessary  during  the  fiscal  year.  The  house  bill  states 
"should  an  emergency  situation  arise,  the  department  may  adjust 
the  allocations  between  divisions  only  after  notifying  the  Budget 
Office    of    the    Governor    and    the    Legislative    Finance    Committee." 

The  Legislative  Finance  Committee  was  not  notified  of  any 
adjustments  of  allocations  between  divisions.  The  Governor's 
Office  was  notifed  at  fiscal  year-end  by  a  revised  operational  plan 
submitted  by   FWP  after  the  overspending  occurred. 

The  following  schedule  shows  overexpenditures  by  division. 
One    column     includes    adjustments    between    divisions    of    which    the 
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Governor's  Office  was  notified  (by  the  revised  operational  plan) 
and  the  other  includes  no  adjustments  to  the  initial  operational 
plan. 


Amount  Overspent 

Amount  Overspent 

Including  Adjustments 

With  No 

Division 

On 

Revised  Operating  Plan 

Adjustments 

Centralized  Services 

$   27,895 

$   35,301 

Enforcement 

8,702 

-0- 

Wildlife 

20,345 

16,513 

Conservation  Education 

116,545 

287,645 

Special  Staff 

-0- 

21,653 

The  unauthorized  expenditures  of  $1,424,000  and  the  over- 
spending of  the  department's  appropriation  of  $141,000  (explained 
on  pages  6  and  7)  along  with  the  overspending  of  division  appro- 
priations discussed  above,  are  contrary  to  the  restrictions  on 
expenditures  in  the  appropriations  bill  and  state  law  regarding 
inter-entity  loans.  In  addition,  Management  Memo  2-78-5  advises 
state  agencies  to  closely  monitor  and  adhere  to  expenditure  limita- 
tions. 

RECOMMENDATION   #3 

WE  RECOMMEND  THE  DEPARTMENT  REVISE  ITS  ACCOUNT- 
ING AND  REPORTING  SYSTEM  TO  ALLOW  MONITORING  FOR 
COMPLIANCE   WITH    APPROPRIATION    LIMITS. 

GENERAL   OPERATING   ACCOUNT 

The  graph  on  page  14  illustrates  the  Earmarked  Revenue 
Fund  general  operating  account  balance  during  the  period  June  30, 
1977   through    June  30,    1980.      The   balance  in   this  account  declined 
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during  this  period  because  expenditures  exceeded  revenues  and 
because  of  transfers  to  other  accounts.  The  lined  bar  represents 
amounts  recorded  in  the  state's  accounting  records,  before  any 
adjustments,  as  the  general  operating  account  (accounting  entity 
02131).  During  fiscal  year  1977-78,  FWP  separated  license  and 
permit  monies  restricted  for  the  purchase  of  fishing  access  sites 
(accounting  entity  02305).  Historically,  this  has  been  part  of  the 
general  operating  account,  and  is  combined  with  the  general  operat- 
ing account  on  the  graph  as  the  dotted  bar.  The  solid  bar  on  the 
graph  represents  the  total  of  the  $2,040,000  inter-entity  loan 
discussed  on  page  7,  the  fishing  access  account  and  the  general 
operating  account.  To  obtain  meaningful  comparisons  of  the  operat- 
ing fund  cash  balance  and  fund  balance  prior  to  fiscal  year  1977- 
78,  the  inter-entity  loan,  and  accounting  entities  02305  and  02131 
must  be  combined. 
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Earmarked  Revenue  Fund 

General  Operating  Account* 

June  30,  1977  through  June  30,  1980 

(Graph  in  millions  of  dollars) 
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General  operating  account  balance  recorded  In  the  state's  accounting 
records  (accounting  entity  02131) 

General  operating  account  balance  including  license  and  permit  monies 
restricted  for  acquisition  of  fishing  access  sites  (accounting  entity  02131 
and  02305) 

General  operating  account  balance  including  $2,040,000  in  loans  to  the 
Revolving  Fund  and  license  and  permit  monies  restricted  for  acquisition  of 
fishing  access  sites 


'The  table  does  not  reflect  accounting  entries  relating  to  the  Game 
Wardens'  Retirement  System  which  were  made,  then  reversed. 
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INDIRECT   COSTS 

The  department  is  not  adequately  budgeting  for  indirect  costs 
of  administering  federally  funded  programs.  Indirect  costs  include 
support  services  of  FWP,  such  as  centralized  services,  administra- 
tion, legal  services,  and  the  costs  allocated  to  FWP  through  the 
Statewide  Cost  Allocation   Plan   (SWCAP). 

Prior  to  fiscal  year  1979-80,  FWP  did  not  collect  any  indirect 
costs  for  federal  projects  sponsored  by  the  Pitman-Robinson  and 
Dingell-Johnson  acts.  The  department,  at  the  end  of  fiscal  year 
1979-80,  collected  indirect  costs  reimbursements  for  Pitman- 
Robinson's  projects  that  were  active  at  June  30,  1980.  For  Land 
and  Water  Conservation  federal  projects,  the  department's  ap- 
proved indirect  cost  rate  was  6.6  percent,  yet  only  a  3.43  percent 
rate  was  used. 

We  discussed  the  indirect  cost  rate  with  department  officials. 
They  indicated  all  the  federal  funds  available  were  used  and,  in 
some  cases,  indirect  costs  were  not  charged  because  funding  for 
grant  projects  was  limited  and  all  grant  funds  were  needed  to  pay 
the  direct  costs  of  the  programs.  If  these  budgets  were  so 
limited,  agency  officials  should  have  reduced  the  scope  of  grant 
support  activities  to  remain  within  funding  limits,  or  should  have 
obtained  appropriation  authority  from  other  sources  to  increase  the 
grant  budgets.  Indirect  cost  recovery  restrictions  placed  on 
grants  and  contracts  by  division  administrators  forced  the  state  to 
absorb  the  indirect  costs  of  federally  funded   projects. 

During  fiscal  year  1979-80,  approximately  36  percent  of  all  of 
FWP    direct   costs    were    in    federal    programs.      Of   the   $1,153,000    in 
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indirect  costs  incurred  by  the  department,  federal  programs  should 
have  been  allocated  $415,000.  The  department  actually  collected 
$154,000  from  the  federal  government.  The  difference  of  $261,000 
was  supported  primarily  with  Earmarked  Revenue  Fund  monies  of 
FWP  and  General  Fund  monies  of  support  agencies  included  in  the 
SWCAP. 

Management  Memo  2-79-6  requires  the  part  of  indirect  costs 
reimbursements  attributable  to  SWCAP  be  returned  to  the  General 
Fund.  None  of  these  indirect  costs  collected  by  FWP  were  re- 
turned to  the  General  Fund.  We  estimated  if  FWP  budgeted  and 
collected  for  SWCAP  costs,  $68,000  would  have  been  returned  to 
the  General  Fund.  Of  the  remaining  indirect  costs,  FWP  should 
return   reimbursements  to  the  fund  that  originally   paid  them. 

RECOMMENDATION   #4 

WE    RECOMMEND  THE   DEPARTMENT: 

A.  CHARGE      INDIRECT      COSTS     TO     ALL      FEDERAL     PRO- 
GRAMS. 

B.  ACCOUNT     FOR     INDIRECT     COST     REIMBURSEMENTS    IN 
ACCORDANCE   WITH   MANAGEMENT   MEMO   2-79-6. 

SPECIAL    DRAWING 

The  department  has  not  recorded  the  drawing  application 
deposits  and  refunds  properly,  or  in  a  manner  consistent  with 
previous  fiscal   years. 

The  Special  Drawing  application  deposits  are  recorded  in  the 
Federal     and     Private    Grant    Clearance    Fund.       These    deposits    are 
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held  in  trust  until  the  drawings  have  been  completed.  Unsuccess- 
ful applicant  deposits  are  then   refunded. 

During  fiscal  year  1978-79,  the  department  improperly  re- 
corded $700,000  of  deposits  in  this  fund  as  revenue.  These  de- 
posits were  actually  a  liability  to  the  department.  To  correct  the 
resulting  misstatement  of  fund  balance  during  fiscal  year  1979-80, 
the  department  recorded  revenue  refunds  in  the  Federal  and 
Private  Grant  Clearance  Fund  of  $700,000.  This  has  the  effect  of 
properly  restating  fund  balance  but  improperly  stating  fiscal  year 
1979-80  revenue. 

The  effect  of  this  error  is  magnified  when  a  comparison  of 
fiscal    year   1978-79   and   1979-80   license  sales   revenue  is  performed. 

COMPARISON  OF  LICENSE  AND  PERMIT  REVENUE 

License   Sales 
Increase 
Revenue  1978-79  1979-80  (Decrease) 

From   state   accounting 
records  $9,176,074  $8,317,781  $    (858,293) 

Adjusted   for   special 
drawing  deposits 
incorrectly  recorded  8,476,074  9,017,781  541,707 

The  state's  records  show  a  $858,293  decrease  in  license  and 
permit  fees  from  fiscal  year  1978-79  to  fiscal  year  1979-80.  Actu- 
ally license  and  permit  fees  increased  $541,707  from  fiscal  year 
1978-79  to  fiscal  year  1979-80.  The  accompanying  financial  state- 
ments have  been  adjusted  for  this  error. 

To  properly  reflect  current  year  activity  in  the  Federal  and 
Private    Grant    Clearance     Fund    the    correcting    entry    should    have 
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been    to   the   prior   year    revenue   adjustment   account.      This  account 
affects  fund   balance  without  affecting  current  year  activity. 

RECOMMENDATION   #5 

WE  RECOMMEND  THE  DEPARTMENT  CONSISTENTLY  RECORD 
THE  SPECIAL  DRAWING  DEPOSITS  TO  REFLECT  THE  LIABIL- 
ITY FOR  UNSUCCESSFUL  APPLICANTS  AND  THE  REVENUE 
FROM   SUCCESSFUL   APPLICANTS'    LICENSE    FEES. 

PAYROLL 

Contribution  to   Inactive   Employee 

The  department  is  making  direct  payments  to  an  inactive 
employee  for  the  state's  share  of  health   insurance. 

In  August  1979,  a  department  biologist  began  temporary 
employment  with  the  federal  government  under  the  Inter-govern- 
mental Personnel  Act  of  1970.  Under  this  contract,  the  employee 
was  carried  on  the  federal  payroll  with  a  federal  salary  classifica- 
tion. The  employee  made  arrangements  to  continue  the  state's 
health  and  life  insurance  plan.  During  fiscal  year  1979-80,  the 
department  sent  the  employee  direct  warrant  payments  of  $500;  an 
amount  equal  to  the  state's  share  of  insurance  contributions.  The 
employee  was  not  an  active  state  employee  while  on  the  federal 
payroll  and,  accordingly,  was  not  eligible  to  receive  the  benefits 
of  an  active  state  employee. 
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RECOMMENDATION   #6 

WE     RECOMMEND     THE     DEPARTMENT     PAY     EMPLOYEE    BENE- 
FITS  ONLY    FOR    ELIGIBLE    EMPLOYEES. 

ACCOUNTING   MATTERS 
Accounts   Receivable 

Internal  controls  over  accounts  receivable  are  inadequate.  We 
found  numerous  cases  where  the  reported  balances  were  incorrect, 
and  one  case  where  $10,748  was  recoverable  but  the  amount  had 
been  written  off. 

Amounts  due  from  the  federal  government  which  are  suscepti- 
ble to  accrual  are  being  recorded  as  deferred  accounts  receivable 
rather  than  federal  cost  reimbursements  receivable.  This  account- 
ing treatment  delays  the  recognition  of  revenue  until  the  cash  is 
received.  It  is  proper  to  record  revenue  on  these  federal  projects 
which     are     cost     reimbursable     when     the    expenditures    are    made. 

The  department  underaccrued  revenue  from  federal  reim- 
bursement projects  by  $279,000  at  fiscal  year-end  June  30,  1979 
and  overaccrued  federal  revenue  by  $405,000  at  fiscal  year-end 
June  30,  1980.  These  accrual  errors  caused  revenue  in  the  Fed- 
eral and  Private  Fund  to  be  overstated  $684,000  for  fiscal  year 
1980.  The  accompanying  financial  statements  have  been  adjusted 
for  this  error. 

For  some  of  the  accounts  receivable  the  department  uses  a 
complex  ten  digit  subsidiary  numbering  system.  We  found  that 
incorrect  ten  digit  numbers  are  often  credited  when  payments  are 
received.       By    simplifying    the    numbering    system,    errors   could    be 
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reduced.  Also,  the  responsibility  for  maintaining  these  receivable 
records  is  divided  between  Parks  Division  and  Centralized  Services 
Division  employees.  These  two  divisions  should  more  closely 
coordinate  their  activities  to  assure  the  accounts  receivable  are 
properly   recorded. 

License  Agent  Commissions 

Commissions  paid  to  license  agents  totalling  $126,000  for  fiscal 
year  1980  were  not  recorded.  FWP  records  revenue  from  license 
sales  net  of  agents'  commissions.  This  procedure  understated 
revenue  and  expenditures  in  the  Earmarked  Revenue  Fund  by 
$126,000  for  fiscal  year  1979-80. 
Game  Wardens'    Retirement   Fund 

The  department  is  not  properly  recording  the  transfer  of  fine 
revenue     to     fund     the     Game    Wardens'     Retirement     Fund     (GWRF). 

FWP  collected  $165,000  of  fines  during  fiscal  year  1979-80. 
According  to  section  19-8-504,  MCA,  all  fine  revenues  collected  by 
the  department  should  be  transferred  monthly  to  the  GWRF  to 
offset  the  unfunded   liability. 

The  department  transferred  $147,000  of  the  fine  revenue  to 
the  GWRF  in  May  1980.  No  other  transfer  was  made  during  the 
year.  Instead  of  recording  the  transfer  as  a  payroll  expense,  the 
department  abated  the  revenue  account.  This  understates  Ear- 
marked Revenue  Fund  revenue  and  expenditures  by  $147,000.  The 
accompanying    financial    statements    were    adjusted    for    this   amount. 
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RECOMMENDATION   #7 

WE   RECOMMEND   THE   DEPARTMENT: 

A.  ACCRUE  FEDERAL  COST  REIMBURSEMENT  IN  ACCOR- 
DANCE WITH  GENERALLY  ACCEPTED  ACCOUNTING 
PRINCIPLES. 

B.  IMPLEMENT  A  SIMPLIFIED  NUMBERING  SYSTEM  FOR 
ALL    RECEIVABLES   SUBSIDIARY    RECORDS. 

C.  COORDINATE  THE  ACCOUNTS  RECEIVABLE  FUNCTION 
BETWEEN  THE  CENTRALIZED  SERVICES  DIVISION  AND 
THE   PARKS   DIVISION. 

D.  RECORD  AS  REVENUE  THE  SALES  PRICE  OF  EACH 
LICENSE  AND  RECORD  LICENSE  AGENTS'  COMMISSIONS 
AS   EXPENDITURES. 

E.  TRANSFER  FINE  REVENUE  MONTHLY  TO  FUND  THE 
GAME  WARDENS'    RETIREMENT    FUND. 

F.  RECORD  THE  TRANSFER  OF  FINE  REVENUE  AS  A 
PENSION    EXPENSE. 

MONTANA   OUTDOORS 

Montana  Outdoors  is  published  six  times  a  year  by  the  depart- 
ment's Conservation  Education  Bureau.  The  magazine  is  funded 
through  magazine  sales  and  an  Earmarked  Revenue  Fund  appro- 
priation. 
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MONTANA  OUTDOORS 
Schedule  of  Revenues  Compared  to  Expenditures 
For  the  Year  Ended  June  30,  1980 

Revenues : 

Subscriptions  $131,213 

Newsstands  3,933 

Other  8,662 

Total  Revenues  $143,808 

Expenditures : 

Personal   Services  $    70,030 

Operations  179,859 

Total  Expenditures  $249,889 

Expenditures    in  Excess   of  Revenues  $106,081 


Subscription  Obligations 

Montana  Outdoors  is  liable  to  subscribers  for  unfilled  sub- 
scriptions amounting  to  $138,000  at  June  30,  1980.  This  amount 
should  be  reported  in  the  department's  financial  statements  as  a 
liability  for  receipts  collected  in  advance.  Currently  no  liability 
for  unfilled   subscriptions   is   reported. 

RECOMMENDATION   #8 

WE    RECOMMEND    THE    DEPARTMENT    RECORD    THE    LIABILITY 

FOR    UNFILLED   SUBSCRIPTIONS. 

PLANT,    PROPERTY,    AND    EQUIPMENT 

The  department  is  in  the  final  stages  of  implementing  the 
Property  Accountability  Management  System  (PAMS),  which  is  a 
subsystem    of   SBAS   used    to   manage   and   account   for   fixed    assets. 

Because  the  department  has  not  fully  implemented  PAMS,  its 
financial    statements    do    not    include    a    statement    of    general    fixed 
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assets  or  a  statement  of  changes  in  general  fixed  assets.  Because 
of  this  omission,  the  statements  do  not  provide  required  disclo- 
sures. 

We  reviewed  the  procedures  used  to  record  equipment  and 
land  on  PAMS  and  found  them  to  be  reasonable,  except  in  record- 
ing acquisition  costs.  The  cost  of  land  recorded  does  not  include 
related  acquisition  costs  such  as  legal  expenses,  appraisal  fees  and 
title  insurance  premiums.  MOM  2-1751.60  on  PAMS  states  that  the 
cost  of  land  includes  the  amount  paid  for  the  land  itself,  costs 
incidental  to  the  acquisition  of  land,  and  expenses  incurred  in 
preparing  the  land  for  use.  In  our  testing,  we  found  23  instances 
in  which  at  least  $24,625  of  incidental  costs  were  not  included  in 
the  recorded  value  of  land. 

RECOMMENDATION   #9 

WE     RECOMMEND    THE    DEPARTMENT     RECORD    ALL     RELATED 

ACQUISITION    COSTS     IN    THE    COST    OF    LAND    PURCHASED. 

CONTROL   WEAKNESSES 

During  our  testing  we  found  the  following  weaknesses  in 
internal  controls  that  were  not  disclosed  in  the  preceding  report 
sections. 

Warehouse   Inventory 
1 .      No   supervisory    review   of   the   inventory   adjustments    was 
performed.       The     inventory    adjustments    should    be    re- 
viewed and  approved   by  the  division  administrator  before 
amounts  are  updated. 
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Payroll 
1 .  As  noted  in  our  last  audit  report,  employees  are  not 
required  to  sign  all  payroll  status  forms,  payroll  authori- 
zation forms,  or  insurance  status  input  forms.  To 
assure  the  proper  amounts  are  being  paid,  employees 
should   sign   all  of  these  documents. 

Expenditures 

1.  During  fiscal  year  1979-80,  the  department  improved  the 
controls  over  emergency  field  purchase  orders  (EFPO) 
and  travel  purchase  orders  (TPO).  However,  the  depart- 
ment should  conduct  an  accounting  of  all  EFPO  and  TPO 
and  limit  the  distribution  of  them  to  supervisory  person- 
nel. 

2.  Journal  vouchers  do  not  contain  sufficient  documentation 
to  substantiate  the  transactions   listed. 

License  Agent  Consignments 

1.        License    agents    are    not    required    to    return    the    sports- 
man's copy  of  voided  or  unused   licenses. 
Special    Licensing 

1.  The  Special  Licensing  Policy  and  Procedure  Manual  and 
the  Administrative  Rules  of  Montana  have  been  outdated 
by  the  implementation  of  new  procedures  associated  with 
the  new   license  and  drawing   system. 

2.  The  availability  of  landowner  preference  for  nonresidents 
is    not    clear    in    the    regulations    distributed    to    hunters. 
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3.  There  is  no  formal  or  documented  recovery  plan  for  the 
special  licensing  system.  In  the  event  of  a  major  disas- 
ter, incomplete  or  incorrect  re-creation  of  data  files 
could  occur. 

RECOMMENDATION   #10 

WE    RECOMMEND    THE    DEPARTMENT    IMPLEMENT   PROCEDURES 

TO    CORRECT   THE    INTERNAL   CONTROL   WEAKNESSES    NOTED 

ABOVE. 

COMPLIANCE   WITH   STATE    LAWS 

We  found  the  department  is  in  general  compliance  with  state 
laws.  However,  FWP  is  not  complying  with  the  following  sections 
of  the  Montana  Codes  Annotated. 

Meat  animals  killed  because  they  were  damaging  property  were 
given  to  charitable  organizations  rather  than  to  a  state  institution 
lunch  program  or  the  Department  of  Social  and  Rehabilitation 
Services  as  required  by  section  87-1-226,  MCA.  Department 
officials  indicated  the  law  is  difficult  to  implement  because  meat  is 
a  perishable  commodity. 

The  department  allows  game  farms  to  submit  annual  reports 
by  February  15  of  each  year  although  section  87-4-404,  MCA, 
requires  such   reports  be  submitted   by  January  31. 

FWP  does  not  enforce  the  provisions  of  section  87-4-121, 
MCA,  as  it  relates  to  resident  guides.  The  statutory  definition  of 
resident  guides  encompasses  all  residents  who  take  someone  else 
hunting.      Until  the  statutes  more  specifically  define  resident 
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guides    department    officials    stated    they   could    not   possibly   enforce 
this   law. 

RECOMMENDATION   #11 

WE  RECOMMEND  THE  DEPARTMENT  COMPLY  WITH  THE 
ABOVE  PROVISIONS  OF  THE  LAW  OR  SEEK  LEGISLATION  TO 
CHANGE   THEM. 

PROPERTY   ACCOUNTABILITY   MANAGEMENT   SYSTEM   (PAMS) 

The  PAMS  regulations  for  gains  and  losses  on  disposition  of 
vehicles  are  not  in  accordance  with  generally  accepted  accounting 
principles  (GAAP).  According  to  MOM  2-1753.40,  both  gains  and 
losses  on  disposition  of  vehicles  should  be  recognized.  According 
to  generally  accepted  accounting  principles,  gains  should  not  be 
recognized  on  trade-ins  but  losses  should  be  recognized.  For 
example,  if  you  are  given  credit  on  a  trade-in  for  more  than  the 
book  value  of  the  old  vehicle  the  cost  of  the  new  vehicle  should  be 
reduced  so  that  no  gain  is  recorded.  If  the  credit  for  the  old 
vehicle  is  less  than  book  value  the  quoted  price  of  the  new  vehicle 
remains  the  cost  and  the  loss   is   recorded. 

Presently,  FWP  does  not  adjust  the  cost  of  new  vehicles  for 
gains  or  recognize  losses  on  trade-ins  in  their  vehicle  system.  It 
was  not  practical  for  us  to  calculate  the  effect  upon  the  vehicle 
user  rates. 
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RECOMMENDATION   #12 
WE    RECOMMEND: 

A.  THE  DEPARTMENT  OF  ADMINISTRATION  CHANGE  THE 
PAMS  REGULATIONS  TO  RECORD  GAINS  AND  LOSSES 
IN  THE  PROPRIETARY  FUNDS  IN  ACCORDANCE  WITH 
GENERALLY       ACCEPTED       ACCOUNTING        PRINCIPLES. 

B.  THE  DEPARTMENT  OF  FISH,  WILDLIFE  AND  PARKS 
PROPERLY  ACCOUNT  FOR  GAINS  AND  LOSSES  ON 
VEHICLE   TRADE-INS. 

LAND    PURCHASES   AND   SALES   SINCE    PRIOR    AUDIT 

The    department    purchased    the    following    parcels    of    land    be- 
tween July  1,    1977  and   December  31,    1979. 


Location  of  Property 

Flathead  Lake  -  Rivers 

End  Exchange 
Wildhorse  Island  - 

Segment  1 
Wildhorse  Island  - 

Segment  2 
Wildhorse  Island  - 

Segment  3 
Wildhorse  Island 
Bitterroot 
Madison  River 
Bitterroot  River 
Bitterroot  River 
Bitterroot  River 
Bitterroot  River 
Clark  Fork  River 
Blackfoot  River 
Placid  Lake 
Salmon  Lake 
Council  Lake 
Madison  -  Wall  Creek 
Poindexter  Slough 
Yellowstone  River 


Appraised 

Donated 

Cost  to 

Date 

1 

Value 

Property 

Department 

1/78 

J   40,000 

$    13,000' 

2/78 

600,000 

$300,000 

300,000 

12/78 

600,000 

300,000 

300,000 

7/79 

500,000 

250,000 

250,000 

3/79 

29,250 

29,250 

12/79 

52,000 

63,000 

3/79 

No 

Appraisal 

3,670 

6/78 

46,000 

46,000 

3/79 

25,000 

25,000 

10/79 

144,450 

144,450 

12/79 

No 

Appraisal 

5,750 

12/77 

No 

Appraisal 

2,000 

10/79 

655,811 

655,811 

12/77 

280,000 

280,000 

12/77 

275,000 

275,000 

8/78 

105,500 

140,000' 

12/78 

56,000 

75,000' 

11/79 

750,000 

885,960' 

2/79 

No 

Appraisal 

30,981 
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(continued) 

Appraised 

Location  of  Property 

Date 

3/79 

Value 

Gallatin  River 

25,830 

Three  Forks  Gravel  Pits 

12/79 

92,092 

Bannack 

1/79 

No 

Appraisal 

Bannack 

8/77 

No 

Appraisal 

Bannack 

12/77 

25,250 

Bannack 

6/78 

No 

Appraisal 

Bannack 

1/79 

No 

Appraisal 

Teton 

8/77 

52,000 

Blackleaf 

9/79 

1,175,000 

Freezeout  Lake 

9/79 

3,466 

Missouri  River  -  Wolf 

Creek  Canyon 

8/78 

33,257 

Giant  Springs 

12/77 

No 

Appraisal 

Giant  Springs 

7/79 

64,500 

Sluice  Boxes  State 

Monument 

11/77 

No 

Appraisal 

Big  Horn 

6/78 

156,200 

Rosebud  Battlefield 

10/78 

632,000 
1,221,000 

Yellowstone  River 

9/77 

97,360 

Yellowstone  River 

9/79 

58,200 

Lake  Josephine 

7/79 

107,500 

Tongue  River 

3/79 

34,000 

Miles  City  Boat  Ramp 

12/77 

19,600 

Makoshika  State  Park 

9/78 

106,568 

Yellowstone  River 

5/79 

67,600 

Martinsdale  Reservoir 

5/79 

15,000 

Frank  Lake 

6/79 

105,000 

Bannack 

4/79 

No 

Appraisal 

Blackfoot  -  Clearwater 

3/79 

No 

Appraisal 

Clark  Fork  River 

3/79 

18,500 

Clark  Fork  River 

6/79 

13,000 

Big  Hole  River 

4/78 

No 

Appraisal 

Rookery  State  Recrea- 

tion Area 

11/78 

No 

Appraisal 

Blackfoot  -  Clearwater 

2/79 

No 

Appraisal 

Donated 
Property 


5,000 


25,000 


7,957 
100 


Cost  to 
Department 


75,000 
9,500 


1  acre 


25 

830 

92 

092 

1 

500 

28 

500 

1 

850 

58 

000 

1,247 

610 

3 

466 

25 

300 

97 

500 

1 

170 

164 

000 

881 

160 

105 

000 

58 

200 

125 

000 

45 

,000 

19 

,600 

106 

568 

68 

967 

52 

660 

30 

000 

5 

,000 

11 

200 

9 

000 

13 

,000 

11 

,018 

7 

,200 

$6,263 

r263 

$2,500  plus  a  tract  of  land  with  a  basis  of  $10,500  was  exchanged  for  the 
property  appraised  at  $40,000.   The  fair  market  value  (FMV)  of  the  land 
exchanged  was  $37,500  so  no  donation  was  involved. 

b  The  two  appraisals,  $632,000  and  $1,221,000,  show  agricultural  and  coal 
mining  value,  respectively.   FWP  paid  $809,160  and  exchanged  a  land  tract 
with  a  basis  of  $72,000. 

C  Department  officials  state  they  sometimes  pay  more  than  appraised  value 
for  land  parcels  due  to  public  demand  for  recreational  areas  or  a  sub- 
stantial time  lapse  between  the  appraisal  and  purchase  dates. 
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Hinsdale 

119.90 

Springdale   Bridge 

5.13 

IN    LIEU   OF   TAXES 

The  department  sold  the  following  parcels  of  land  from 
July  1,    1977  through   December  31,    1979: 

Location  Acres  Sale  Price 

$13,150 
7,700 

The  department  pays  counties  the  amount  of  taxes  related  to 
FWP  land  that  would  be  payable  by  a  private  citizen.  Section 
87-1-604,  MCA,  prohibits  payments  for  less  than  100  acres  in  a 
county  or  for  land  for  gamebird  farms  or  fish  hatcheries  or  for 
lands  administered   with  general   fund  money. 

Following  is  a  list  of  payments  to  counties  in  lieu  of  taxes 
during  fiscal   year   1979-80. 
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County  Amount 

Beaverhead  $  3,437 

Big   Horn  656 

Carbon  39 

Cascade  3,802 

Choteau  18 

Custer  1,060 

Dawson  393 

Deer   Lodge  14,422 

Fallon  46 

Flathead  4,686 

Gallatin  3,109 

Granite  278 

Hill  690 

Jefferson  297 

Judith   Basin  1,789 

Lake  14,803 

Lewis  &  Clark  9,223 

Lincoln  24 

Madison  2,560 

Meagher  488 

Missoula  3,303 

Phillips  144 

Powell  2,891 

Ravalli  3,485 

Richland  2,707 

Silver  Bow  4,102 

Stillwater  933 

Sweetgrass  299 

Teton  10,136 

Treasure  1,181 

Valley  167 

Wheatland  384 

Yellowstone  479 

Park  47 

Total  $92,078 


PROCESSING   OF    HUNTING   APPLICATIONS 

FWP  officials  asked  us  to  examine  ways  to  increase  the  effi- 
ciency of  the  special  licensing  system.  We  contacted  Arizona, 
Utah,  Wyoming,  and  Idaho  Fish,  Wildlife  and  Parks  officials  and 
discussed  various  options  with  them.  Listed  below  are  five  areas 
of  possible  improvement.  Before  any  changes  are  made  the  depart- 
ment should  determine  the  legal  and  practical  implications  of  each 
alternative. 
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1.  Use  prior  years'  mortality  information  to  set  tentative 
quotas.  This  would  enable  the  department  to  issue  the 
maps  to  sportsmen   in   February  instead  of  April. 

2.  Change  the  application  deadline  to  May  15  from  June  15. 
This  would  spread  the  application  processing  over  9 
weeks   instead  of  5  weeks. 

3.  Charge  a  nonrefundable  application  fee  instead  of  requir- 
ing   a    refundable   deposit   for   each    species.      This   would 
make    the    drawings    pay   for   themselves   and    would   elim- 
inate  the   need   for   thousands   of  warrants   refunding  the 
deposits  of  unsuccessful  applicants. 

4.  Discontinue  the  practice  of  following  up  on  application 
errors.  This  would  reduce  the  number  of  hours  needed 
to  process  each  application  and  result  in  a  decrease  in 
payroll   expenses. 

5.  Eliminate  the  preference  system  in  part  or  entirely. 
Eliminate  the  seven-year  kill  criteria  for  moose,  sheep, 
and  goat.  This  would  eliminate  the  need  for  maintain- 
ing the  large  data  base  for  each  applicant. 


None  of  the  states  contacted  has  a  preference  system.  Three 
of  the  states  charge  an  application  fee,  four  require  a  deposit  for 
each  species  applied  for.  One  of  the  states  uses  previous  years' 
information  to  set  tentative  quotas  while  the  other  four  use  the 
most  current  information  available. 
PRIOR   AUDIT    RECOMMENDATIONS 

The  1977  Legislative  Audit  Report  for  FWP  contained  112 
recommendations.  Of  these  112  recommendations,  the  department 
has  implemented  82  recommendations,  partially  implemented  13 
recommendations,  and  did  not  implement  10.  Seven  were  no  longer 
applicable. 
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AUDITOR'S    REPORT   AND    FINANCIAL   STATEMENTS 


STATE  OF  MONTANA 

Office  of  the  Legislative  Auditor 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/449-3122 


JOHN W  NORTHEY 
JAMES  H.GILLETT,  C.P.A.  staff  legal  counsel 

ACTING  LEGISLATIVE  AUDITOR 


The   Legislative  Audit  Committee 
of  the  Montana   Legislature: 

We  have  examined  the  Balance  Sheets  of  the  various  funds  of  the 
Montana  Department  of  Fish,  Wildlife  and  Parks  as  of  June  30, 
1980,  and  the  Combined  Statements  of  Revenues,  Expenditures  and 
Changes  in  Fund  Balance/  Retained  Earnings  -  Budget  and  Actual  - 
of  such  funds  for  the  year  then  ended.  Our  examination  was  made 
in  accordance  with  generally  accepted  auditing  standards  and, 
accordingly,  included  such  tests  of  accounting  records  and  such 
other  auditing  procedures  as  we  considered  necessary  in  the 
circumstances. 

The  department's  records  relating  to  fixed  assets  were  incomplete. 
Accordingly,  a  Statement  of  General  Fixed  Assets  required  by 
generally  accepted  accounting  principles  is  not  included  in  the 
financial   statements. 

The  department's  accounting  methods  for  the  Revolving  Fund  pre- 
cluded preparation  of  a  Statement  of  Changes  in  Financial  Position 
as   required   by  generally  accepted  accounting   principles. 

The  department  did  not  obtain  the  proper  authority  for  $1,424,000 
of  cash  disbursements  in  the  Revolving  Fund.  This  matter  is 
further  discussed  on   page  6  of  the  accompanying   report. 

The  department  did  not  properly  account  for  Revolving  Fund 
activities.  A  loan  of  $2,041,000  from  the  Earmarked  Revenue  Fund 
is  not  recorded.  As  a  result,  liabilities  and  retained  earnings  on 
the  Balance  Sheet  of  the  Revolving  Fund  are  misstated  by  that 
amount. 

The  department  did  not  record  expenses  and  revenues  for  its 
warehouse  or  vehicle  operations  in  the  Revolving  Fund.  It  was 
impractical  for  us  to  determine  the  exact  dollar  amount  of  under- 
statement; however,  we  believe  the  total  omission  of  expenses  and 
revenues  for  the  Revolving  Fund  to  be  material  to  that  fund's 
Combined  Statement  of  Revenues,  Expenditures,  and  Changes  in 
Retained   Earnings   -   Budget  and   Actual. 

In  our  opinion,  due  to  the  matters  discussed  in  paragraphs  four 
five  and  six,  the  Revolving  Fund  Balance  Sheet  at  June  30,  1980, 
and  the  Combined  Statement  of  Revenues,    Expenditures,    and 
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Changes  in  Retained  Earnings  -  Budget  and  Actual  -  do  not  pre- 
sent fairly,  in  conformity  with  generally  accepted  accounting  prin- 
ciples, the  financial  position,  results  of  operations  or  changes  in 
retained  earnings  for  the  fiscal   year  ended  June  30,    1980. 

In  our  opinion,  the  financial  statements  listed  below  present  fairly 
the  financial  position  of  such  funds  of  the  Department  of  Fish, 
Wildlife  and  Parks  at  June  30,  1980,  and  the  results  of  operations, 
and  changes  in  fund  balance  of  such  funds  for  the  year  then 
ended,  in  conformity  with  generally  accepted  accounting  principles, 
which,  except  for  the  change  with  which  we  concur,  to  remove  the 
unfunded  liability  of  the  Game  Wardens'  Retirement  System  from 
the  Earmarked  Revenue  Fund  Balance  Sheet  and  disclose  Game 
Wardens'  Retirement  System  financial  activities  in  Note  2  to  the 
financial  statements,  have  been  applied  on  a  basis  consistent  with 
that  of  the  preceding   year. 


Statement  Name 


Fund 


Balance  Sheet 


Statment  of  Revenues, 
Expenditures,    and 
Changes   in   Fund   Balance 


General   Fund 

Earmarked   Revenue   Fund 

Federal  and   Private  Revenue  Fund 

Federal   and   Private  Grant  Clearance   Fund 

Bond   Proceeds  and   Insurance 

Clearance   Fund 
Trust  and   Legacy   Fund 

General    Fund 

Earmarked   Revenue   Fund 

Federal   and   Private   Revenue   Fund 

Federal  and   Private  Grant  Clearance   Fund 

Bond   Proceeds  and   Insurance 

Clearance  Fund 
Trust  and   Legacy   Fund 

The  accompanying  schedule  of  Expenditure  Detail  by  Divisions,  and 
the  items  titled  "Total  (Memorandum  Only)"  on  the  Balance  Sheets, 
and  the  Combined  Statements  of  Revenues,  Expenditures,  and 
Changes  in  Fund  Balance/Retained  Earnings  -  Budget  and  Actual  - 
are  not  necessary  for  a  fair  presentation  of  the  financial  state- 
ments but  are  presented  as  supplemental  information.  This  informa- 
tion has  been  subjected  to  the  tests  and  other  auditing  procedures 
applied  in  our  examination  of  the  financial  statements,  and,  in  our 
opinion,  except  for  the  effects  of  matters  discussed  in  paragraphs 
four,  five,  and  six  is  fairly  stated  in  all  material  respects  in 
relationship  to  the  financial   statements  taken   as  a  whole. 


Respectfully  submitted, 


JSBbr 


James  Gillett,    CPA 
Acting   Legislative  Auditor 


October  24,    1980 
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DEPARTMENT  OF  FISH,  WILDLIFE  AND  PARKS 


ASSETS 
Cash 

Deferred  Accounts  Receivable 
Accounts  Receivable  -  Receipts 
Federal  Cost  Reimbursable 

Receivable 
Accounts  Receivable  Dishonored 

Checks 
Inter-Entity  Receivables 
Investments 
Equipment 

Less:  Accumulated  Depreciation 
Merchandise  Inventory 
Expense  Advances  to  Employees 
Construction  Advances 
Other  Prepayments 
Available  to  Pay  Accrued 

Expenditures 

Total  Assets 


COMBINED  BALANCE  SHEETS 

ALL  FUNDS 

JUNE  30,  1980 

GOVERNMENTAL  FUND 

TYPES 

General 
Fund 

Special 

Earmarked 
Revenue 
Fund 

Revenue  Funds 

Federal  & 
Private  Revenue 
Fund 

eivable 

$2,398,438 
7,324 

$398,852 

28,102 
$28,108 


5,583 
2,765,000 


7,617 


498,656 


$5,183,962 


39,240 


$936,748 


LIABILITIES  AND  FUND 
BALANCE/RETAINED  EARNINGS 


Liabilities : 
Accounts  Payable 
Inter-Entity  Loans  Payable 
Accrued  Expenditures 
Reserve  for  Deferred  Accounts 

Receivable 
Receipts  Collected  in  Advance 

Total  Liabilities 

Fund  Balance/Retained  Earnings 


$28,108 

28,108 
-0- 


$    1,669 

37,000 

520,940 

7,324 


566,933 
4,617,029 


$  14,719 
663,000 
229,377 


907,096 
29,652 


Total  Liabilities  and  Fund 
Balance/Retained  Earnings 


$28,108 


$5,183,962 


$936,748 


See  accompanying  Notes  to  the  Financial  Statements 
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FIDUCIARY  FUND  TYPES 

PROPRIETARY 
FUND  TYPES 
Internal 
Service  Fund 

Revolving  Fund 

$   318,448 

460 

20 

Trust 

and  Agency  Funds 

Federal  and 
Private  Grant 
Clearance  Fund 

Bond  Proceeds 
and  Insurance 
Clearance 
Fund 

Trust  and 
Legacy 
Fund 

Total 

(Memorandum 

Only) 

$1,535,050 

$26,378 

$      910 

$  4,678,076 

7,784 

20 

498,656 


$1,535,050 


$26,378 


5,589 

85,000 

2,850,000 

3,564,460 

3,564,460 

2,128,224 

2,128,224 

(843,147) 

(843,147) 

295,299 

295,299 

7,617 

39,240 

185,972 

185,972 
28,102 

$3,565,370 

$2,170,276 

$13,445,892 

$      905 

$  109,000 
460 

$    17,293 
809,000 
778,425 

7,784 

1,475,052 

1,475,052 

1,475,957 

-0- 

-0- 

109,460 

3,087,554 

59,093 

26,378 

3,565,370 

2,060,816 

10,358,338 

$1,535,050 

$26,378 

$3,565,370 

$2,170,276 

$13,445,892 
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DEPARTMENT  OF  FISH,  WILDLIFE  AND  PARKS 

COMBINED  STATEMENTS  OF  REVENUES,  EXPENDITURES,  AND  CHANGES 

IN  FUND  BALANCE/RETAINED  "EARNINGS  -  BUDGET  AND  ACTUAL 

ALL  FUNDS 

FISCAL  YEAR  ENDED  JUNE  30,  1980 


GOVERNMENTAL  FUND  TYPES 


REVENUES/ INCOME 
Licenses  and  Permits 
Service  Fees 
Investment  Earnings 
Fines 
Sale  of  Documents,  Merchandise, 

and  Property 
Rentals,  Leases,  and  Royalties 
Miscellaneous 

Grants,  Gifts,  Bequests,  and 
Donations 
Income  Collections  and  Transfers 
Federal  Assistance 

Total  Revenues 

EXPENDITURES/WITHDRAWALS 
Current: 
Operations 
Capital  Outlay 

Total  Expenditures 

EXCESS  REVENUES  OVER  (UNDER) 
EXPENDITURES 

OTHER  FINANCING  SOURCES  (USES): 
Inter-Fund  Transfers 
Adjustments  to  Fund  Balance/Retained 

Earnings 
Change  in  Accumulated  Depreciation 
Consolidated  Entity  Transfers 
Removal  of  the  Game  Wardens'  Retire- 
ment System  Unfunded  Liability  (See 
Footnote  5) 
Adjustments  to  Record  Loan  to 
Revolving  Funds 
Net  Support  From  the  General  Fund 
Prior  Year  Adjustments 

EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  AND  OTHER  SOURCES 
(USES) 

FUND  BALANCE/RETAINED  EARNINGS  - 
July  1,  1979 

FUND  BALANCE/RETAINED  EARNINGS  - 
June  30,  1980 


Budget 


516,076 

516,076 

(516,076) 


515,840 
236 


-0- 


-0- 


$   -°- 


General  Fund 


Actual 


206 


206 


515, 485 

515,485 

(515,279) 


515,043 
236 


Variance 


$206 


206 


591 


591 


797 


-0- 


(797) 
-0- 


See  accompanying  Notes  to  the  Financial  Statements. 
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GOVERNMENTAL  FUND  TYPES 


Special  Revenue  Funds 


Earmarked  Revenue  Fund  Federal  and  Private  Revenue  Fund 


Budget       Actual      Variance        Budget       Actual       Variance 

$  8,647,000  $  9,026,383   $  379,383 
150,000      142,574      (7,426) 


253,740 

253,740 

150,000 

165,837 

15,837 

166,000 

223,948 

57,948 

58,500 

51,920 

(6,580) 

$    5,000 

$    6,389 

$    1,389 

122,000 

162,889 

40,889 

30,000 

174,596 

144,596 

2,636 

2,636 

60,000 

36,501 

(23,499) 

25,000 

45,782 

20,782 

7,419,200 
7,539,200 

6,407,457 
6,670,725 

(1,011,743) 

9,293,500 

10,029,927 

736,427 

(868,475) 

9,930,565A 

9,842,795 

87,770 

4,072,326 

3,594,343 

477,983 

2,943,660 

2,203,725 

739,935 

6,600,874 

2,774,414 

3,826,460 

12,874,225 

12,046,520 

827,705 

10,673,200 

6,368,757 

4,304,443 

(3,580,725) 

(2,016,593) 

1,564,132 

(3,134,000) 

301,968 

3,435,968 

(621,226)  (621,226)  -0- 

(15,079)  (15,079)  -0- 

630,933  630,933  -0-  (43,065)  (43,065)  -0- 

3,587,419  3,587,419  -0- 

2,041,000  2,041,000  -0- 

(177,319)  (177,319)  -0-  166,388  166,388  -0- 

1,880,082  3,444,214  1,564,132  (3,025,756)  410,212  3,435,968 

1,172,813  1,172,813 -0-  (380,559)  (380,559)  -0- 

$  3,052,895  $  4,617,027  $1,564,132  $(3,406,315)   $   29,653  $3,435,968 


DEPARTMENT  OF  FISH,  WILDLIFE  AND  PARKS 

COMBINED  STATEMENTS  OF  REVENUES,  EXPENDITURES,  AND  CHANGES 

IN  FUND  BALANCE/RETAINED  EARNINGS  -  BUDGET  AND  ACTUAL 

ALL  FUNDS 

FISCAL  YEAR  ENDED  JUNE  30,  1980 

(Continued) 

FIDUCIARY  FUND  TYPES 


Trust  and  Agency  Funds 


Federal  and  Private  Grant  Clearance  Fund 


Budget 


Actual 


Variance 


REVENUES/ INCOME 
Licenses  and  Permits 
Service  Fees 
Investment  Earnings 
Fines 
Sale  of  Documents,  Merchandise, 

and  Property 
Rentals,  Leases,  and  Royalties 
Miscellaneous 
Grants,  Gifts,  Bequests,  and 

Donations 
Income  Collections  and  Transfers 
Federal  Assistance 

Total  Revenues 

EXPENDITURES/WITHDRAWALS 
Current : 
Operations 
Capital  Outlay 

Total  Expenditures 

EXCESS  REVENUES  OVER  (UNDER) 
EXPENDITURES 

OTHER  FINANCING  SOURCES  (USES): 
Inter-Fund  Transfers 
Adjustments  to  Fund  Balance/Retained 

Earnings 
Change  in  Accumulated  Depreciation 
Consolidated  Entity  Transfers 
Removal  of  the  Game  Wardens'  Retire- 
ment System  Unfunded  Liability  (See 
Footnote  5) 
Adjustment  to  Record  Loan  to 
Revolving  Funds 
Net  Support  From  the  General  Fund 
Prior  Year  Adjustments 

EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  AND  OTHER  SOURCES 
(USES) 

FUND  BALANCE/RETAINED  EARNINGS  - 
July  1,  1979 

FUND  BALANCE/RETAINED  EARNINGS  - 
June  30,  1980 


$2,200,000 
2,200,000 


2,200,000 


(708,602) 

1,491,398 

783,405 

$2,274,803 


$1,232,792 
1,232,792 

1,248,503 
1,248,503 
(15,711) 


(708,602) 

(724,313) 
783,405 
$   59,092 


$  (967,208) 
(967,208) 

(1,248,503) 


(1,248,503) 
(2,215,711) 


(2,215,711) 


-0- 


$(2,215,711) 


See  accompanying  Notes  to  the  Financial  Statements. 


SH 


FIDUCIARY  FUND  TYPES 


Trust  and  Agency  Funds 


Bond  Proceeds  and  Insurance  Clearance  Fund   Trust  and  Legacy  Fund 

Budget      Actual      Variance       Budget        Actual        Variance 


$20,364      $20,364 


-0-        20,364       20,364         -0-  -0-  -0- 


-0-         -0-  -0-  -0- 


20,364       20,364 


2,089,638      2,089,638        -0- 


20,364      20,364      2,089,638      2,089,638        -0- 

6,013       6,013       -0-       1,475,732      1,475,732        -0- 

$6,013      $26,377      $20,364     $3,565,370     $3,565,370       $-0- 
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DEPARTMENT  OF  FISH,  WILDLIFE  AND  PARKS 

COMBINED  STATEMENTS  OF  REVENUES,  EXPENDITURES,  AND  CHANGES 

IN  FUND  BALANCE/RETAINED  EARNINGS  -  BUDGET  AND  ACTUAL 

ALL  FUNDS 

FISCAL  YEAR  ENDED  JUNE  30,  1980 

(Continued) 

PROPRIETARY  FUND  TYPES 


Budget 


Internal  Service  Fund 


Revolving  Fund 


Actual 


Variance 


REVENUE/ INCOME 
Licenses  and  Permits 
Service  Fees 
Investment  Earnings 
Fines 
Sale  of  Documents,  Merchandise, 

and  Property 
Rentals,  Leases,  and  Royalties 
Miscellaneous 
Grants,  Gifts,  Bequests,  and 

Donations 
Income  Collections  and  Transfers 
Federal  Assistance 

Total  Revenues 

EXPENDITURES/WITHDRAWALS 
Current : 
Operations 
Capital  Outlay 

Total  Expenditures 

EXCESS  REVENUES  OVER  (UNDER) 
EXPENDITURES 

OTHER  FINANCING  SOURCES  (USES): 
Inter-Fund  Transfers 
Adjustments  to  Fund  Balance/Retained 

Earnings 
Change  in  Accumulated  Depreciation 
Consolidated  Entity  Transfers 
Removal  of  the  Game  Wardens'  Retire- 
ment System  Unfunded  Liability  (See 
Footnote  5) 
Adjustments  to  Record  Loan  to 
Revolving  Funds 
Net  Support  From  the  General  Fund 
Prior  Year  Adjustments 

EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  AND  OTHER  SOURCES 
(USES) 

FUND  BALANCE/RETAINED  EARNINGS  - 
July  1,  1979 

FUND  BALANCE/RETAINED  EARNINGS  - 
June  30,  1980 


$   170,000 


170,000 


201,553 


(31,553) 


36,920 


712,416 

1,336,823 

$2,049,239 


$  108,663 
67,210 


175,873 


195,850 


195,850 


(19,977) 


36,920 


723,992 

1,336,823 

$2,060,815 


$(61,337) 
67,210 


5,873 


5,703 


5,703 


11,576 


185,378 

185,378 

-0- 

(3,497) 

(3,497) 

-0- 

525,168 

525,168 

-0- 

-0- 


11,576 


-0- 


$  11,576 


See  accompanying  Notes  to  the  Financial  Statements. 


/,■! 


Total    (Memorandum  Only) 


Budget 

Actual 

Variance 

$  8,647,000 
150,000 

150,000 

$  9,026,383 
142,574 
253,740 
165,837 

$ 

379,383 
(7,426) 

253,740 
15,837 

336,000 

63,500 

152,000 

332,611 

58,309 

425,265 

(3,389) 
(5,191) 
273,265 

60,000 

25,000 

9,619,200 

39,137 

45,782 

7,640,249 

(1 

(20,863) 

20,782 

,978,951) 

19,202,700 

18,129,887 

(1 

,072,813) 

14,720,520 
9,544,534 

15,396,976 
4,978,139 

4 

(676,456) 
,566,395 

24,265,054 

20,375,115 

3 

,889,939 

(5,062,354) 

(2,245,228) 

2 

,817,126 

(621,226) 

(621,226) 

-0- 

170,299 
(3,497) 
3,202,674 

170,299 
(3,497) 
3,202,674 

-0- 
-0- 
-0- 

3,587,419 

3,587,419 

2,041,000 
515,840 
(682,377) 

2,041,000 
515,043 
(682,377) 

-0- 

(797) 
-0- 

3,147,778  5,964,107  2,816,329 

4,394,227  4,394,227  -0- 

$   7,542,005         $10,358,334  $2,816,329 
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DEPARTMENT   OF    FISH,    WILDLIFE   AND    PARKS 

Notes  to  the   Financial   Statements 
Fiscal   Year   Ended   June  30,    1980 

1.      SUMMARY   OF   SIGNIFICANT   ACCOUNTING   POLICIES 

The    department's    financial    statements    were    prepared   from  the 
Statewide   Budgeting   and   Accounting   System   (SBAS). 
Basis  of  Accounting 

The  State  of  Montana  utilizes  the  modified  accrual  basis  of 
accounting.  Under  the  modified  accrual  basis  of  accounting, 
revenues  are  recorded  when  received  in  cash,  unless  susceptible 
to  accrual,  and  expenditures  are  recorded  when  a  valid  obligation 
is   incurred. 

Revenues  are  susceptible  to  accrual  if  they  are  measurable 
and  available  to  finance  expenditures  of  the  fiscal  period  or  are 
not  received  at  the  normal   time  of  receipt. 

With  the  following  clarifications,  a  valid  obligation  exists  when 
the  associated   liability   is   incurred: 


■The  liability  amount  associated  with  unused  accumulated 
vacation  and  sick  leave  at  June  30,  1980,  is  maintained  on  an 
hourly  basis  rather  than  by  dollar  amount.  The  monetary 
liability  is  not  calculated  until  an  employee  terminates.  Upon 
termination,  qualifying  employees  are  paid  at  their  current 
pay  rate  for  100  percent  of  accumulated  vacation  and  25  per- 
cent of  unused   sick  leave. 

■If  the  appropriation  provided  funds  to  complete  a  given 
project,  the  entire  amount  of  a  service  contract  may  be  ac- 
crued even  though  the  services  are  rendered  in  fiscal  years 
subsequent  to  the  fiscal  year  in  which  the  expenditure  is 
accrued . 

■The  anticipated  cost  of  equipment  is  expensed  in  the  fiscal 
year  in  which   budgeted. 

■Goods  ordered,  but  not  received  as  of  the  fiscal  year-end, 
may  be  accrued  if  the  purchase  order  was  issued  in  the  fiscal 
year    in    which    the    anticipated    expenditure   is   to   be   accrued. 
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To  comply  with  generally  accepted  accounting  principles,  the 
warehouse  and  vehicle  activity  in  the  Revolving  Fund  should  be 
accounted  for  on  the  full  accrual  basis  of  accounting.  The  basis 
of  accounting  currently  in  use  produces  significantly  different 
results  than  the  accrual  basis.  The  dollar  amount  of  the  differ- 
ence is  not  practical  to  calculate. 
General    Fixed   Assets 

Except  for  the  Revolving  Fund,  the  Balance  Sheets  do  not 
reflect  the  cost  of  general  fixed  assets.  These  fixed  assets  are 
recorded  as  expenditures  in  the  various  funds  at  the  time  of 
purchase.  The  Revolving  Fund  fixed  assets  are  capitalized,  and 
expensed  through  depreciation  charges. 
Fund   Classifications 

The  State  of  Montana  accounts  are  organized  utilizing  a  fund 
structure  outlined  in  section  17-2-102,  MCA.  For  financial  repre- 
sentation, these  funds  have  been  additionally  classified  according 
to  the  recommended  format  established  by  the  National  Council  on 
Governmental  Accounting  (NCGA). 
Governmental    Fund   Types 

The  General  Fund  -  to  account  for  monies,  except  those 
monies  required  to  be  accounted  for  in  another  fund.  General 
Fund  monies  deposited  in  the  state  treasury  are  available  to  defray 
the  costs  of  state  government. 

Special  Revenue  Funds  -  to  account  for  license  sales  and 
federal  grants  that  are  legally  restricted  to  expenditures  for 
specified  purposes.  Special  revenue  funds  include  the  Earmarked 
Revenue   Fund   and   the   Federal   and    Private   Revenue   Fund. 
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Fiduciary   Funds 

Federal  and  Private  Grant  Clearance  -  The  department  uses 
this  fund  primarily  to  account  for  the  administration  of  grant 
monies  to  city  and  county  governments  and  to  record  license  sale 
deposits  for  the  special   license  drawings. 

Bond  Proceeds  and  Insurance  Clearance  Fund  -  The  depart- 
ment places  collections  from  insurance  claims  in  this  fund. 

Trust  and  Legacy  Fund  -  This  fund  is  used  by  the  depart- 
ment to  account  for  its  share  of  the  state's  coal  tax  revenues. 
The  department  is  allowed  to  spend  only  the  interest  that  accrues 
on  the  principle.  The  investments  reported  in  this  fund  are 
valued  at  cost. 

Proprietary   Funds 

Revolving     Fund     -    This     is    a    self-sustaining    fund    where    a 
substantial    amount    of    revenues    are    derived    from    user    charges. 
The     department     utilizes     the     revolving     fund    to    account    for    its 
warehouse  and   vehicle  operations. 
2.      RETIREMENT   SYSTEMS 

Department  employees  are  covered  by  two  retirement  systems. 
All  employees,  except  game  wardens,  are  covered  by  the  Public 
Employees'  Retirement  System.  The  game  wardens  have  their  own 
retirement  system. 

Public   Employees'    Retirement  System 

The  Public  Employees'  Retirement  System  is  a  contributory 
plan  under  which  the  state  contributes  6.2  percent  of  an  em- 
ployee's gross  wages  and  the  employee  contributes  6  percent  of  his 
gross  wages  to  the  plan.  The  department  incurred  pension  costs 
of  $324,315  during  fiscal   year  1979-80. 
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The  state's  policy  is  to  fund  accrued  pension  costs.  At 
June  30,  1980,  the  Public  Employees'  Retirement  System  was  actu- 
arially sound.  The  unfunded  past  service  costs  and  actuarially 
computed  value  of  vested  benefits  were  not  readily  available  for 
members  of  the  plan  employed  by  the  department. 
Game  Wardens'    Retirement  System 

The  Game  Wardens'  Retirement  System  (GWRS)  includes  only 
game  wardens  of  FWP.  This  system  is  a  contributory  plan  under 
which  the  state  contributes  11.3  percent  of  the  employees'  gross 
salaries,  along  with  all  fine  and  bond  forfeitures,  and  the  employee 
contributes  7  percent  of  his  gross  wages.  During  fiscal  year 
1979-80,  FWP  incurred  pension  costs  of  $337,237  for  the  GWRS. 
The  state's   policy   is  to  fund   accrued   pension   costs. 

The  June  30,  1980  GWRS  actuaries'  report  disclosed  the 
following: 


Present  value  of  benefit  $8,651,537 

Present  value  of  future 
normal   costs  $2,494,196 

Fund   Assets  2,896,316  5,390,512 

Unfunded   Liability  $3,261,025 


The    unfunded     liability    of    $3,261,025    at    June  30,     1980    compares 
with  a  $3,587,419  unfunded   liability  at  June  30,    1978. 

In  conducting  the  review,  the  actuary  changed  some  of  his 
actuarial  assumptions  since  the  June  30,  1978  valuation.  The 
assumed  rate  of  investment  earnings  in  the  past  was  6  percent. 
The  new  rate  was  raised  to  7  percent.  Also,  the  underlying 
cost-of-living  assumption  was  increased  from  4  percent  to  5'-2  per- 
cent. 
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The  actuary  concluded  the  system  was  funded  on  an  actuar- 
ially sound  basis,  and  the  current  contribution  rate  was  adequate 
to  fund  the  unfunded   liability  over  a  40-year  time  period. 

3.  SETTLEMENT  WITH  LINK  BROTHERS,  CONCESSIONAIRES 
The  1979  Legislature  appropriated  $265,000  to  FWP  for  settle- 
ment of  obligations  relating  to  the  operation  and  maintenance  of  a 
tram  and  railway  operated  by  the  Link  Brothers,  Concessionaires. 
The  $265,000  was  paid  and  recorded  on  the  accounting  records  of 
the  Department  of  Administration,  who  is  responsible  for  paying 
such  claims. 

4.  BUDGET   AMENDMENT 

The  expenditure  budget  in  the  operations  program  in  the 
Earmarked  Revenue  Fund  was  increased  by  $147,379  for  the  con- 
tinuing appropriations  provided  in  section  19-8-504,  MCA.  This 
law,  in  part,  provides  for  the  transfer  of  fines  and  bond  for- 
feitures from   FWP  to  the  Game  Wardens'    Retirement  System. 

5.  CHANGE    IN   ACCOUNTING    PRINCIPLE 

The  department  had  a  change  in  accounting  principle  relating  to 
the  Game  Wardens'  Retirement  System.  Prior  to  fiscal  year  1979- 
80,  the  department  recorded  the  unfunded  liability  of  the  Game 
Wardens'  Retirement  System  in  the  financial  statements.  In  fiscal 
year  1979-80,  the  $3,587,419  was  removed  from  the  accounting 
records  and  the  unfunded  liability  is  currently  disclosed  in  foot- 
note two. 
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DEPARTMENT  OF  FISH,  WILDLIFE  AND  PARKS 
SCHEDULE  OF  EXPENDITURE  DETAIL  BY  DIVISIONS 
12  MONTHS  ENDED  JUNE  30,  1980 


Name 


Centralized 
Services 


Ecological 
Services 


Fisheries 


Enforcement 


Salaries 
Employee  Benefits 

Total  Personal  Services 


$   869,581 

155,273 

1,024,854 


$418,735    $1,411,523    $1,517,879 


76j_626 


495,361 


260,788 
1,672,311 


498,741 
2,016,620 


Contracted  Services 

781,741 

55,901 

114,050 

43,112 

Supplies  and  Materials 

43,676 

20,865 

175,091 

72,044 

Communications 

121,664 

11,075 

26,334 

47,792 

Travel 

36,538 

87,344 

221,599 

384,212 

Rent 

26,816 

19,647 

12,225 

10,276 

Utilities 

30,828 

381 

38,562 

930 

Repair  and  Maintenance 

28,613 

5,863 

41,285 

50,304 

Other  Expenses 

10,503 

3,992 

7,835 

21,726 

Goods  Purchased  for  Resale 

4 

20 

Equipment  and  Livestock 

13,289 

15,813 

69,342 

10^743 

Total  Operations 

1,093,668 

220j885 

706,343 

641,139 

Capital  Outlay 

State  Local  Assistance 

Grants  -  State  Sources 

Grants  -  Federal  Sources 

Transfers 

Total  Capital  &  Grants 

Total  Expenditures 


238,655 


238,655 
$2,357,177 


449 


449 


$716,246    $2,379,103    $2,657,759 


Expenditures  by  Accounting 
Entity 

General  Fund 
Snowmobile  Fuel  Tax 
Coal  Tax  Site  Acquisition 
Fish  and  Game  ERA 
State  Parks  Misc.  ERA 
State  Parks  ERA 
Motorboat  Certificate  ERA 
Snowmobile  Registration  ERA 
Fishing  Access  Sites 
State  Parks  FPRA 
Fish  and  Game  FPRA 
CETA-PSE  Contract 
Motorboat  Safety  FPRA 
Disaster  Assistance  FPRA 
Print  Shop  and  Office 

Supplies  FPRA 
Outdoor  Recreation  FPGCA 

Total  Expenditures 


$    4,372 

2,242,031 

10,015 


97,595 
3,164 


$386,934    $1,259,264 


329,312 


1,093,864 
25,975 


$    16,371 

2,419,220 

59,185 
35,567 
21,439 

61,001 
44,976 


$2,357,177  $716,246         $2,379,103  $2,657,759 
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Capital 

Conservation 

Special 

Wildlife 

Parks 

Outlay 

Education 

Admin. 

Staff 

Totals 

$1,371,683 

$ 

906,519 

$ 

451,508 

$112,113 

$159,929 

$  7,219,470 

246,606 

171,101 

78,981 

15,759 

27,817 

1,531,692 

1,618,289 

1 

,077,620 

530,489 
194,481 

127,872 
3,101 

187,746 
43,698 

8,751,162 

183,633 

239,936 

1,659,653 

80,980 

80,742 

98,932 

2,462 

4,680 

579,472 

98,844 

22,560 

128,822 

4,941 

4,136 

466,168 

330,788 

175,081 

50,724 

31,218 

8,455 

1,325,959 

177,269 

21,831 

1,842 

87 

50 

270,043 

23,751 

34,472 

2,907 

131,831 

62,816 

107,231 

4,771 

18 

369 

301,270 

74,042 

35,831 
132 

8,498 
5 

661 

4,543 

167,631 
161 

34,472 

45,378 

14,617 

755 

3,654 

208,063 

1,066,595 

763,194 
13,579 

$4,329,637 

505,599 

43,243 

69,585 

5,110,251 

4,330,086 
13,579 

5,257 

243,912 

3,331 

1 

,248,504 

1,251,835 

25,790 

648,500 
4,978,137 

674,290 

8,588 

1 

,287,873 

6,513,702 

$2,693,472 

$3 

,128,687 

$4,978,137 

$1 

,036,088 

$171,115 

$257,331 

$20,375,115 

$  515,485 


167,586 

80,235 

$ 

94,338 

939,650 

322,844 
218,201 
332,828 

16,064 

756,491 
8,342 

$  839,058 

75,296 

1 

,344,554 

3,998 

145,059 

2 

,106,933 

(116) 

737,768 

(126) 

667,479 

3 

12,056 

6,481 

1,293 

$171,115   $225,520 


31,811 


230 


$   515,485 

188,329 

174,573 

9,562,127 

218,201 

410,370 

35,567 

37,503 

1,419,850 

2,255,874 

4,018,707 

48,969 

44,976 

230 


1,248,504 


195,850 


195,850 
1,248,504 


$2,693,472   $3,128,687   $4,978,137   $1,036,088    $171,115   $257,331   $20,375,115 


AGENCY    REPLIES 


SV!Affl"lS  €W  MfranBABKA. 


WkttVM  ,VNB»  C)ir.1^IK 
January   19,    1981 


Mr.    James   Gillett 

Acting   Legislative   Auditor 

State   Capitol 

Helena,    Montana        59601 


Dear  Jto — Gollctt-*- 

The  Department  of  Fish,  Wildlife,  and  Parks  has  reviewed  the  audit  report 
prepared  by  your  office  for  Fiscal  Year  ending  June  30,  1980. 

Our  response  to  specific  recommendations  is  attached. 

We  thank  you  for  this  opportunity  to  respond  to  the  recommendations 
and  appreciate  your  staff's  thorough  financial  review  of  this  agency. 

Due  to  upcoming  appropriations  subcommittee  hearings  on  the  Department's 
budget  this  coming  week  and  anticipated  hearings  on  the  Department's  fee 
increase  proposal  in  the  next  several  weeks,  we  would  respectfully  request 
the  hearing  on  our  audit  be  scheduled  sometime  after  February  16,  1981. 


Sincerely, 

^/<Jantes    Flynn 
j/*^      Dir«c 


fetor 


JF:LEP/bs 


RECEIVED 

JAM  2  0  1981 

MONTANA  LEGISLATIVE  aUDITQB 
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Response  to  Report  on  Examination  of  Financial  Statements 

Department  of  Fish,  Wildlife,  &  Parks 

Fiscal  Year  Ended  June  30,  1980 


RECOMMENDATION  #1 

We  recommend  the  Department : 

A.  Obtain  proper  authority  prior  to  disbursing  cash  from  the  revolving  fund. 

B.  Seek  authorization  to  establish  long-term  inter-entity  loans  for  transfers 
of  assets  between  funds. 

C.  Account  for  revolving  fund  transactions  in  accordance  with  generally  accepted 
accounting  principles. 

D.  Limit  cash  disbursements  to  the  amounts  authorized  by  the  Legislature. 

DEPARTMENT  RESPONSE 

A.  Agree 

B.  Agree 

C .  Agree 

D.  Agree 

The  Department  of  Fish,  Wildlife,  and  Parks  has  requested  authority  from 
the  47th  Legislature  to  budget  revolving  account  expenditures  in  accordance 
with  the  Auditor's  recommendation  for  Fiscal  Years  1982  and  1983.   The 
Department  has  requested  authority  from  the  Office  of  Budget  and  Program 
Planning  for  a  budget  amendment  for  the  remainder  of  Fiscal  Year  1981. 


RECOMMENDATION  #2 

We  recommend  the  Department: 

A.  Include  all  the  related  costs  of  the  warehouse  inventory  and  vehicle  system 
operations  in  the  revolving  fund. 

B.  Operate  the  internal  service  activities  on  a  breakeven  basis  by  reducing  costs 
or  increasing  user  fees. 


DEPARTMENT  RESPONSE 

A.  Agree 

B.  Agree 
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RECOMMENDATION  #3 

We  recommend  the  Department  revise  its  accounting  and  reporting  system  to  allow 
monitoring  for  compliance  with  appropriation  limits. 


DEPARTMENT  RESPONSE 


Agree . 


The  Accounting  and  Finance  Bureau  has  established  appropriation  control 
by  division,  as  well  as  by  accounting  entity,  for  Fiscal  Year  1981. 


RECOMMENDATION  #4 

We  recommend  the  Department : 

A.  Charge  indirect  costs  to  all  federal  programs. 

B.  Account  for  indirect  cost  reimbursements  in  accordance  with  Management 
Memo  2-79-6. 

DEPARTMENT  RESPONSE 

A.  Agree 

B .  Agree 

RECOMMENDATION  #5 

We  recommend  the  Department  consistently  record  the  special  drawing  deposits  to 
reflect  the  liability  for  unsuccessful  applicants  and  the  revenue  from  successful 
applicants'  license  fees. 

DEPARTMENT  RESPONSE 


Agree. 


It  is  the  Department's  intention  to  find  a  practical  method  of  recording 
Special  Drawing  receipts  that  is  acceptable  to  the  auditors.   Prior  to  the 
1980  drawings,  the  ARTS  team  (Assistance  and  Review  Team)  from  the  Accounting 
Division  of  the  Department  of  Administration  reviewed  the  procedures  used 
and  proposed  the  method  used  in  1980.   The  Department  will  again  revise  its 
procedures,  in  accordance  with  the  audit  recommendation,  for  the  1981  drawings. 


RECOMMENDATION  #6 

We  recommend  the  Department  pay  employee  benefits  only  for  eligible  employees. 

DEPARTMENT  RESPONSE 

Agree. 

The  Department  does  pay  insurance  for  eligible  employees  only.   The  person 
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RECOMMENDATION  #6 


DEPARTMENT  RESPONSE  (CONTINUED) 


in  question  was  provided  with  an  amount  equal  to  the  State's  share 

of  insurance  as  a  requirement  of  a  written  contract.   Any  arrangements 

with  any  insurance  company  was  the  responsibility  of  the  person  involved. 

RECOMMENDATION  #7 

We  recommend  the  Department: 

A.  Accrue  federal  cost  reimbursement  in  accordance  with  generally  accepted 
accounting  principles. 

B.  Implement  a  simplified  numbering  system  for  all  receivables  subsidiary 
records. 

C.  Coordinate  the  accounts  receivable  function  between  the  Centralized  Services 
Division  and  the  Parks  Division. 

D.  Record  as  revenue  the  sales  price  of  each  license  and  record  license  agents' 
commissions  as  expenditures. 

E.  Transfer  fine  revenue  monthly  to  fund  the  Game  Wardens'  Retirement  fund. 

F.  Record  the  transfer  of  the  fine  revenue  as  a  pension  expense. 

DEPARTMENT  RESPONSE 

A.  Agree. 

B.  Agree. 

This  has  been  implemented  for  FY  1981. 

C .  Agree 

D.  Agree. 

License  agents  commissions  are  already  recorded  on  internal  Department 
accounting  records.   However,  additional  paperwork  will  be  required  to 
record  license  agent  commissions  expense  in  the  Statewide  Budget  and 
Accounting  System.   Also,  legislative  appropriation  or  a  budget  amendment 
will  be  necessary  to  allow  the  Department  to  record  these  expenses. 

E.  Agree. 

Fine  revenues  will  be  transferred  quarterly  instead  of  annually. 

F .  Agree . 


RECOMMENDATION  #8 

We  recommend  the  Department  record  the  liability  for  unfilled  subscriptions. 

DEPARTMENT  RESPONSE 
Agree. 
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RECOMMENDATION  #9 

We  recommend  the  Department  record  all  related  acquisition  costs  in  the  cost 
of  land  purchased. 


DEPARTMENT  RESPONSE 


Agree . 

However,  due  to  tight  budgets,  recording  of  incidental  costs  related 
to  land  acquisition  has  a  low  priority  over  recording  of  other  fixed 
assets . 


RECOMMENDATION  #10 


We  recommend  the  Department  implement  procedures  to  correct  the  internal  control 
weaknesses  noted  below: 

Warehouse  Inventory 

1.   No  supervisory  review  of  the  inventory  adjustments  was  performed.   The 
inventory  adjustments  should  be  reviewed  and  approved  by  the  division 
administrator  before  amounts  are  updated. 

Payroll 

1.   As  noted  in  our  last  audit  report,  employees  are  not  required  to  sign  all 
payroll  status  forms,  payroll  authorization  forms,  or  insurance  status 
input  forms.   To  assure  the  proper  amounts  are  being  paid,  employees  should 
sign  all  of  these  documents. 

Expenditures 

1.  During  Fiscal  Year  1979-80,  the  Department  improved  the  controls  over 
emergency  field  purchase  orders  (EFPO)  and  travel  purchase  orders  (TPO) . 
However,  the  Department  should  conduct  an  accounting  of  all  EFPO  and  TPO 
and  limit  the  distribution  of  them  to  supervisory  personnel. 

2.  Journal  vouchers  do  not  contain  sufficient  documentation  to  substantiate 
the  transactions  listed. 

License  Agent  Consignments 

1.   License  agents  are  not  required  to  return  the  sportsman's  copy  of  voided 
or  unused  licenses. 

Special  Licensing 

1.  The  Special  Licensing  Policy  and  Procedures  Manual  and  the  Administrative 
Rules  of  Montana  have  been  outdated  by  the  implementation  of  new  procedures 
associated  with  the  new  license  and  drawing  system. 

2.  The  availability  of  landowner  preference  for  nonresidents  is  not  clear  in  the 
regulations  distributed  to  hunters. 

3.  There  is  no  formal  or  documented  recovery  plan  for  the  special  licensing 
system.   In  the  event  of  a  major  disaster,  incomplete  or  incorrect  re-creation 
of  data  files  could  occur. 
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RECOMMENDATION  #10:   (CONTINUED) 


DEPARTMENT  RESPONSE 


Agree. 


RECOMMENDATION  #11 


We  recommend  the  Department  comply  with  the  above  provisions  of  the  law  or 
seek  legislation  to  change  them. 


DEPARTMENT  RESPONSE 


Agree . 

We  agree  with  the  recommendation  and  the  Department  is  complying 
with  provisions  or  is  seeking  legislation  to  change  them. 


RECOMMENDATION  #12 

A.  The  Department  of  Administration  change  the  PAMS  regulations  to  record 
gains  and  losses  in  the  proprietary  funds  in  accordance  with  generally 
accepted  accounting  principles. 

B.  The  Department  of  Fish,  Wildlife,  and  Parks  properly  account  for  gains 
and  losses  on  vehicle  trade-ins. 


DEPARTMENT  RESPONSE 


A.  Department  of  Administration 

B.  Agree. 
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December  24,  1980 


Mr.  James  H.  Gillett 
Acting  Legislative  Auditor 
State  Capitol 
Helena,  MT   59620 

Dear    Jim: 


RECEIVED 

DEC  2  6  1980 

MONTANA  t&tSUWl  MJHIW 


This  is  in  response  to  your  letter  of  December  22,  1980, 
concerning  whether  or  not  MOM  2-1753.40  is  in  accord  with 
GAAP.   We  concur  with  the  recommendation  and  will  revise 
the  departmental  rule  to  reflect  GAAP.   If  any  questions 
arise  you  will  be  contacted  in  the  near  futi 


>un 
Acting  Directo 


JMY: jp 

cc:   Terry  Cannon 
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MONTANA  IS  AN   EQUAL  OPPORTUNITY  EMPLOYER 
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